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U.S. SMALL BUSINESS ADMINISTRATION
WasHinaToN, D.C. 20416

OFFICE OF TRE ADKINISTRATOR

The Honorable John F. Kerry

Ranking Member _ JAN 0 8 2004
Committee on Small Business

and Entrepreneurship

U.S. Senate

Washington, DC 20510

Dear Senator Kerry:

Thank you for your letter of January 7, 2004, regarding the suspension of the U.S. Small
Busincss Administration’s (SBA) 7(a) loan program, As you are aware, we have met with relevant
committee staff on this crirical issue and are exploring all opttons to reopen the program as soon as
possible.

On January 6, I took the step of suspending our 7(a) loan programs because, under the
Continuiag Resolution, SBA was in danger of excceding available funding for the program. Under
this Continuing Resolution, SBA is required to operate jts programs at its rate of operations from the
previous fiscal year. In FY 2003, SBA’s appropriation resulted in 2 program level of $9.4 billion for
7(a) guaranteed loans. This tracks with the program’s historical average over the last five years of
59.3 billion per fiscal ycar, which results in approximately $40 million per lending day. Opcrating
under the Continuing Resolution, this would give thc SBA the authonty to guarantce approximately
$3.3 billion of 7(a) loans through January 31, 2004.

Since Qctober 1, 2003, SBA has been averaging a demand level of approximately $52
million per lending day, This peaked on January 2, 2004, at $115 million in one day. At this rate, it
was very likely that SBA would cxceed the amounts available under the Continuing Resolution, I
therefore had to take action to avoid the probability of obligating funds in excess of available
appropriations. We are working diligently with your staff and the appropriations committees to
explore every option available, including any reprogramming that might be available under the
Continuing Resolution, to resume the program as rapidly as possible.

Once SBA is able to reopen the program, we will take steps to ensure that every application
is treated equitably and fairly. I look forward to working with you to rapidly resolve this issue.

Sincerely, g /
Hector V. Barreto
Administrator

Attachments
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